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nport o 
0 be Flexible Interest Rates 
f the Monetary policy in many countries during the last six European countries are shown by the data in the 
irvey twelve months has permitted modifications which have __ table. (The trade bill figures given for Italy are for four- 
ts for |g ulowed business again to borrow more cheaply. The month bills.) Although the figures recorded here are not 
hard fq “anges in the cost of money in the United Kingdom and strictly comparable, because of differences in legal and 
a oo institutional background, and in the significance of cen- 
mport ca i a gm__ tral bank discount rates, they indicate broadly a trend 
n the erland land dom gium France Italy many toward cheaper credit. 
mport ees | (1% 2% 3%, 3 3% 4 8% The Manchester Guardian comments that the U.K. 
ye Te iin at businessman retains some competitive advantage against 
aie Cs. => : = . : most rivals, except those in Switzerland and the Nether- 
— ae a ae iia on lands. In France, Germany, and Italy the businessman 
Oet. _ 4-6 4%-5% = 5-T 5 Y%-T 6-8 8-10 6%4-12 has to pay heavily both for working capital and for per- 
t i ° . 
Oct rade bill cine cia i ; ais manent finance, where this is available. Most investment 
© BF on iss2 22% sia G5" ays 4s 8 “%% in these countries still has to be done by ploughing back 
a profits. The most substantial advantage enjoyed by Brit- 
om i 3% mit syst i * sii St ish industrialists is an active capital market in Londen 
av for new money, such as exists in neither Germany nor 
nsvaal tise 22 0CO ti RCO HS x = France, where new saving goes mainly to official borrow- 
1 gold Bi covt. secur- ers, who are able to offer preferential treatment. 
thes, aver- = - 
“ pet Ben oa t% % SS Sy OS Source: The Manchester Guardian, Manchester, England, 
B 1068s. Oct. 1952 2% | 4 4\% 5-54, 6-614 — October 26, 1953. 
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IBRD Swiss Franc Bond Issue 
A frica, 
An issue of Swiss franc bonds of the International The bonds will be callable in whole or in part on and 
Bank for Reconstruction and Development was offered after December 1, 1963, at par. In event of partial re- 
——— [i pblicly in Switzerland on November 10 by a syndicate | demption, an amount of not less than Sw fr 5 million 
of leading Swiss banks. The offer, which was made at principal amount of the bonds must be redeemed. The 
> item [gpa was of 34% per cent fifteen-year bonds, due Decem- _ issue will be listed on the stock exchanges of Basle, 
few ber 1, 1968, to the amount of Sw fr 50 million (approxi- = Ziirich, Geneva, Berne, and Lausanne. 
, 1953, fe mtely US$11.6 million). The new issue is the fourth public offering of Interna- 



































The banking group making the offering is headed by 
the Swiss Bank Corporation, of Basle, the Crédit Suisse, 
of Ziirich, and the Union Bank of Switzerland, of Ziirich. 
Other members are the Société Anonyme Leu & Cie., of 
lirich; the Banque Populaire Suisse, of Berne; the 
Groupement des Banquiers Privés Genevois, of Geneva; 
Messrs. A. Sarasin & Cie., of Basle; and the Société 
Privée de Banque et de Gérance, of Ziirich. 
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tional Bank bonds in Switzerland, and the second to be 
made this year. It will bring the total of International 
Bank bonds issued in Switzerland to Sw fr 245.5 million 
(approximately $57.1 million) and the total outstanding 
to Sw fr 218.5 million (approximately $50.8 million). 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
November 10, 1953. 


Ad Hoc Committee on Agenda and Intersessional Busi- 
ness, to review the operations of the GATT on the basis 
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The ContRAcTING Parties to GATT have agreed to a 
ptolongation, until June 30, 1955, of the period during 
vhich tariff concessions are to be bound. They have also 








of the experience gained during the six years in which 
the Agreement has been in operation. The CoNTRACTING 
Parties will then examine to what extent it would be 
desirable to amend or supplement the provisions of the 
Agreement, and what changes should be made in the 






unanimously agreed to convene a session on October 15, 
1954, or at a later date as may be recommended by the 
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arrangements for its administration. They are invited to 
submit written proposals regarding this review not later 
than July 1, 1954. 

Information Centre, European Office of the 
United 
Switzerland. 


Sources: 


Nations, Press Releases, Geneva, 


French Plan for Tariff Reduction 

The main features of the French Plan for the reduction 
of tariffs, which was put forward by the French Govern- 
ment at the Seventh Session of the CONTRACTING PARTIES, 
have undergone some modification since that time. Its 
main features, which have been under examination by a 
GATT expert committee, are now as follows. 

It is proposed that participating countries should un- 
dertake to reduce by 30 per cent in three years, at the 
rate of 10 per cent each year, the average incidence of 
their tariffs in each of the main sectors of their import 
trade, with modifications to permit smaller reductions 
where tariffs are already low. The countries would also 
undertake in the same period to reduce individual rates 
of duty to prescribed levels determined separately for 
agricultural and for industrial products, the latter being 
subdivided into raw materials, semifinished goods, and 
finished products. The Plan would remain in operation 
for five years, the reduced tariffs being bound until the 
end of the period. 

Countries in the process of economic development 
would not have to make tariff reductions affecting their 
development programs. The obligations under the Plan 
would be in addition to undertakings under the General 
Agreement, but countries wishing to reduce their tariffs, 
either unilaterally or through negotiation, would be en- 
couraged to do so, since any such reductions would count 
under the Plan. 

The expert group, without implying any commitment 
on the questions of substance raised by the Plan, has 
devised a set of eight rules setting out the commitments 
involved, and has added a series of technical regulations, 
covering such matters as the computation of the average 
incidence of a tariff, the definition of fiscal duties (i.e., 
duties intended to secure revenue for the Treasury, which 
are excluded from the Plan), provisions for countries 
engaged in development, and the appointment of a Board, 
to be considered as a GATT body, to administer the Plan. 

The Plan has been referred to governments for consid- 
eration and comment, and the GATT Intersessional Com- 
mittee is authorized at the appropriate time to consider 
problems of substance arising from the Plan, against the 
background of the adequacy of the present negotiating 
procedures, as well as any technical aspects, together with 
the views of governments when they have had time to 
study the Plan. 


Source: Information Centre, European Office of the 


United Nations, Press Release, Geneva Switzer- 


land, October 15, 1953. 
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Postwar U.K. Capital Financing 


The largest single source for financing capital expendi. 
tures in the United Kingdom since the end of the war has 
continued to be company savings, including provision 
for depreciation. Personal savings in the past five years, 
whether utilized individually or through institutions, have 
on balance been very small, perhaps even negligible, jn 
amount. If the recorded figures are accepted at their 
face value, it appears that by the time taxes on capital— 
principally death duties—have been paid individuals a 
a group have failed, except in the last one of the five 
years, to make any contribution to the financing of their 
own investments in houses and in the business assets of 
sole traders and firms. This decline in the importance of 
personal savings has coincided in time with higher levels 
of taxation, particularly with a strongly progressive rate 
structure for both income tax and death duties. People 
with moderate incomes—who, it may be presumed, are 
less likely than wealthy individuals to put their savings 
into such a form as to be directly available for financing 
enterprise—now account for a larger proportion of gross 
personal savings. Until the past few years, a large part 
of currently accumulated small savings went directly into 
government fixed-interest securities, or into savings banks, 
where they were similarly invested in government secur- 
ities. At the present time, most of the small personal sav- 
ings take the form of either installment payments to build: 
ing societies for the purchase of houses or the provision of 
deferred benefits through pension schemes or life insur- 
ance policies. These savings add to the funds available 
for industrial investment, but only at one remove, a fact 
which is significant in relation to the flexibility of enter. 
prise in a developing economy. 

Insurance companies provide a steady stream of funds 
seeking investment in the capital market. The life insur- 
ance funds of British companies amount to over £3,300 
million, and are growing at the rate of about £160 mil 
lion per annum. Recently, a larger share of these funds 
has been invested in equities. The latest return, covering 
statements for 1952, shows over £390 million, or nearlj 
12 per cent of the total of life insurance funds, repre 
sented by equities, against 5 per cent of the total in the 
late twenties, and 10 per cent at the outbreak of Worl 
War Il. 


business in such ways as the taking up of medium-term, 


Insurance funds also have been used to finance 


fixed-interest-bearing notes and similar securities issued by 
industria! and trading companies, by the purchase o! 
business premises rented on long leases to manufacturers 
or traders, and by loans on mortgage. In the interest 
of security, however, most of the insurance companie? 
investment in industry and trade tends to be concer 
trated on established undertakings. Since the war, it 
vestment trusts and unit trusts have, as a result of the 
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selective operation of the control over new capital issues, 
practically ceased to be an effective channel for putting 
personal savings at the disposal of enterprise. 

The shortfall of finance provided by personal or cor- 
porate savings has been made good by forced savings, 
through the fiscal system. For National Insurance Funds 
receipts have exceeded payments which, during recent 
years, amounted to more than £100 million per annum. 
jt is expected that this annual surplus will shortly be 
replaced by an increasing deficit. The principal method 
of forced saving has been the creation of large budget 
surpluses, which in the fiscal years from 1948-49 to 
1952-53 added up to roughly £2,650 million. Much of this 
has been used to make loans to local authorities to finance 
housing and other schemes, and considerable amounts 
have been used to provide capital funds for some of the 
public corporations. Some has been paid directly to in- 
dustry as war damage compensation and excess profit tax 
refunds, and the remainder has been available to repay 
government debt. To some extent, however, this forced 
saving may merely have reduced the volume of voluntary 
saving and increased the national assets at the cost of 
private wealth. 


Source: Midland Bank Ltd., Midland Bank Review, Lon- 
don, England, November 1953. 


Abolition of Rationing and Control of Fats in U.K. 


The U.K. Minister of Food has stated that rationing 
and all controls over prices and distribution of butter, 
margarine, cheese, cooking fats, and condensed and dried 
milk will end in 1954. Also, imports of these commodi- 
ties on private account will be resumed. The precise date 
of each step in the decontrol of these foodstuffs will be 
determined in relation to the circumstances for each com- 
modity. The only rationed foods for which the Govern- 
ment has not yet announced its final plans are meat and 
bacon. 


Source: The Financial Times, London, England, Octo- 


ber 29, 1953. 


Proposed Changes in U.K. Rent Controls 


As part of a program to facilitate the repair and im- 
provement of existing houses, by both local authorities 
and private owners, the U.K. Government proposes to 
introduce legislation to allow an increase in controlled 
rents. The increases will be based on rateable values; 
they will apply only to houses in good general repair, and 
will be subject to the landlord’s furnishing proof that a 
certain minimum amount has been spent on repairs 
hefore the proposed increase becomes effective. There- 
alter the tenant will be able to apply for a “certificate of 
disrepair,” possession of which will entitle him to with- 
hold payment of the increased rent until repairs are 


carried out. Where the necessary repairs are not effected, 
local authorities are empowered to carry them out and to 
recover the cost from the landlord. Houses unsuitable for 
repair will come under slum clearance schemes, whose 
execution will be accelerated under the new program. 
Of the 1314 million houses and flats in the United 
Kingdom, 3%, million are owner-occupied, 214 million are 
rented from local authorities, housing associations, etc., 
and 714 million are rented from private landlords. 
Source: The Financial Times, London, England, Novem- 
ber 4, 1953. 


Irish Interest Rates 


Following the reduction of September 17 in the Bank 
Rate in London, the Irish banks lowered their rates on 
bills and overdrafts by 14 per cent. For government- 
guaranteed and local authority advances the rate was re- 
duced by 4 per cent. The interest rate on deposits of less 
than £25,000 will be 114 per cent, and on £25,000 and 
over, 1%4 per cent. 

Source: Journal of the Institute of Bankers in Ireland, 
Dublin, Ireland, October 1953. 


French Foreign Trade Developments in 1953 
For the first nine months of 1953, France had a deficit 


equivalent to US$512 million in its trade vis-a-vis foreign 
countries (countries outside the franc area), against a 
deficit of $1,045 million during the corresponding period 
of 1952. Imports declined from $2,756 million in the 
1952 period to $2,367 million this year, while exports 
increased from $1,711 million to $1,855 million. In trade 
with the franc area (French Overseas Territories), France 
had a surplus of $260 million this year. 

In interpreting these figures, the first quarter figures 
should be eliminated, since the 1952 figures were dis- 
torted by inflationary developments which were arrested 
in the second quarter of that year. A comparison of the 
March-September figures for the two years shows that 
the adverse French balauce with the non-franc area de- 
clined by $246 million this year, owing to a $138 million 
reduction in imports and a $108 million increase in ex- 
ports. The reduction in imports was due entirely to the 
decline in import prices; the volume of imports: from 
foreign countries was greater than in 1952. The increase 
in the value of exports resulted from an increase in vol- 
ume: export prices declined. 

Source: Agence Economique et Financiére, Paris, France, 
October 20, 1953. 


The Netherlands Money Market 


The Netherlands money market is at present character- 
ized by an abundanee of loanable funds. Commercial 
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banks have increased their balances with the Central 
Bank to the unprecedented figure of 500 million guilders, 
more than ten times the balances of November 1952. 

The Treasury’s balance with the Central Bank has 
continued to fluctuate around the comfortable level of 
600-800 million guilders in recent months; and in early 
October it was officially announced that, for the time 
being, no new Treasury paper was to be offered to the 
market. This situation is reflected in extremely low short- 
term interest rates, e.g., the rate for two-year Treasury 
paper is reported to be approximately seven eights of 
1 per cent, and that of four-year paper is under 144 per 
cent. 


Press reports have referred to pending plans to cope 
with the liquidity problem. Among other things, it has 
been said that the Central Bank is in favor of making 
8 to 10 year Treasury paper available to private banks 
in a certain relation to their non-interest-bearing balances 
with the Central Bank. Also, a more lenient policy has 
been advocated with regard to the short-term operations 
of Netherlands private banks in foreign money markets. 
Sources: De Maasbode, Rotterdam, Netherlands, Octo- 

ber 17, 1953; Het Financieele Dagblad, Amster- 
dam, Netherlands, October 20 and November 3, 
1953. 


Economic Developments in Sweden 


In its semiannual report on economic developments, 
the Swedish Konjunkturinstitut states that, if interna- 
tional economic activity remains at about the present 
level, over-all stability will still be maintained in Sweden, 
at a high level of activity. The prospects for the coming 
year, however, are dominated by the serious risk of a 
business recession in the United States. 


The value of exports of Swedish engineering products 
has fallen by about 20 per cent in 1953, owing to a fall 
in sales to Eastern Europe and South America. The forest 
industries have increased the volume of their exports; 
as a result of this increase, together with the increase in 
activity in the textile industries, industrial production has 
been maintained. Because of a substantial increase in 
construction activity in both the private and the public 
sectors, it is estimated that the gross national product 
will increase slightly. Although unemployment has in- 
creased a little, it is still low. Price developments since 
the 1952 peak suggest that profit margins have been re- 
duced somewhat. However, the over-all situation at pres- 
ent is one of equilibrium. 


The government budget deficit is currently being 
financed primarily by borrowing from the commercial 
banks. Bank advances have increased very slightly this 
year. On the other hand, deposits have risen by about 
SKr 1,100 million (US$212 million), and a further sub- 
stantial increase may be expected. The over-all deficit 
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for 1953-54 is estimated at SKr 1,835 million, which jg 
SKr 1,241 million greater than the 1952-53 deficit. The 
Institute maintains that, in the present situation, the 
financing of the deficit has not resulted in inflationary 
pressures. However, if external developments generate 
increased private investments, total savings will fall short 
of demand. The increase in liquidity in the business 
sector may then present a serious problem. 

The balance of payments for 1953 is expected to show 
exports (f.o.b.) of SKr 7,200 million and imports (c.i.f,) 
of SKr 7,900 million. Net shipping receipts will probably 
amount to SKr 800 million, while there will be a net 
payment of about SKr 100 million on other services. The 
goods and services transactions are, consequently, ex. 
pected to balance. The net foreign exchange position at 
the end of 1953 is expected to be about the same as at 
the beginning of the year. 

Source: Konjunkturinstitutet, Konjunkturlaget H6ésten 
1953 (Meddelanden, Serie A:24), Stockholm, 
Sweden. 


Coal Situation in Western Germany 


Western Germany’s coal imports from the United States 
in January-September 1953 were 2.2 million tons less 
than in the corresponding period of 1952. At the same 
time, coal imports from Great Britain increased in ac. 
cordance with the Federal Republic’s efforts to lessen 
imports from dollar countries. Germany’s coal output 
during the nine-month period was 92.6 million tons, which 
differed little from the 91.7 million tons produced last 
year. Industrial consumers’ coal stocks have been de- 
creasing almost continuously; in August they were 6.06 
million tons, 582,000 tons less than in August 1952. 


Source: Handelsblatt, Diisseldorf, Germany, October 30, 
1953. 


Revaluation of East German Mark 


On October 29 the East German Government an- 
nounced that the East German mark would thenceforth 
have a gold content of 0.399902 grams, and gave notice 
of new official exchange rates of 2.22 East German marks 
per U.S. dollar, and 1 East German mark per 1.80 Soviet 
rubles. A rate of 2 marks to 1 ruble had hitherto been 
maintained in reckonings with the Soviet occupation 
authorities, and the revaluation therefore appeared to 
mean an increase of 260 per cent in the value of the East 
German mark in terms of rubles. However, according to 
the cross-rate calculated from the official exchange rates 
of the Czechoslovak State Bank on July 4, 1953 (2162 
korunas to 100 East German marks, and 180 korunas to 
100 Soviet rubles), the new exchange rate announced by 
the East German Government would mean an increase of 
50 per cent in the ruble value of the East German mark. 
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The revaluation of the East German mark was preceded 
on October 24 by a general price reduction affecting food- 
stuffs and other consumer goods. It is reported that 
12,000 types of product are affected by the price reduc- 
tions, for foodstuffs ranging from 10 per cent to 25 per 
cent and for other consumer goods, from 10 per cent to 
50 per cent. 

In its explanation of the revaluation, the East German 
Government called attention to the Soviet Union’s an- 
nouncement of cancellation of further war reparations 
from its zone of occupation in Germany as of January 1, 
1954, and stated that the recent price reductions had in- 
creased the domestic and foreign purchasing power of the 
East German mark. 

East Germany is thus far the only country in the Soviet 
bloc which has officially valued its currency at a rate 
higher than that of the currency of the Soviet Union. 


Sources: Czechoslovak State Bank, Schedule of Exchange 
Rates as of July 4, 1953, Prague, Czechoslova- 
kia; Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 26, 1953; New York Herald Tribune, 
Paris, France, October 31, 1953; The Econo- 
mist, London, England, November 7, 1953. 


Yugoslav Exchange Policy 


The abolition of a number of the import prohibitions 
imposed in the autumn of 1952 has been announced in 
Yugoslavia, although the effect of these measures will be 
somewhat weakened by a slight increase of the “coeffi- 
cients” which operate as import duties on the items af- 
fected. At the same time, the coefficients for other prod- 
ucts, e.g., coffee and rice, are to be revised downward in 
order to facilitate trade with the Middle East and the 
Far East. 

As from October 15, producers or exporters of metals, 
timber, wool, hemp, hides and skins, dried plums, wine, 
tobacco, and agricultural products, with the exception of 
grain, are allowed to retain for free disposal 35 per cent 
of their exchange receipts. The proportion for certain 
other products is 80 per cent. It is estimated that the 
amount of free exchange available to business in 1953-54 
may be about $100 million. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Octo- 
ber 29, 1953. 


Middle East 


Exchange Policy in Israel 


The majority of Israel’s Foreign Exchange Committee 
has recommended the continuation of extensive exchange 
controls, the abolition of the system of “imports without 
payments”, and the establishment of a single exchange 


tate at a level of 1£1.80 per U.S. dollar, instead of the 


present multiple rates system. The minority has proposed 
the creation of two rates, i.e., a fixed rate of 1£1.50 per 
U.S. dollar and a free rate. The former would apply to 
part of the government income, such as U.S. grants-in- 
aid, German reparations, the Independence Loan, and the 
income of the Jewish Agency. Other foreign currency 
would be subject to the free market rate. The Foreign 
Exchange Committee was established by the Government 
a few months ago to advise the Government on foreign 
exchange policy and to consider whether foreign currency 
controls should be maintained, or abolished partly or 
wholly. 
Source: Hollandsche Bank-Unie, N.V., Economisch Over- 
zicht, Amsterdam, Netherlands, September 1953. 


Israel’s Foreign Indebtedness 


The Israeli Government paid $6,097,942 to the Export- 
Import Bank of Washington in September 1953 on ac- 
count of principal and interest due on loans totaling $135 
million made to Israel in 1949 and 1950. Israeli pay- 
ments to the Bank thus far total $21,057,236. Israel’s 
foreign debt is now $397,280,000, of which $309,530,000 
is directly owed by the Government. The balance repre- 
sents indebtedness of national institutions whose debts are 
guaranteed by the Government. 

Short-term debts (payable within twelve months) 
amount to $72.4 million, or 18.2 per cent of the total 
foreign debt; medium-term debts (payable within five 
years) amount to $55.7 million, or 14 per cent; and 
long-term debts (payable in five or more years) account 
for $269.2 million, or 67.8 per cent. The two largest 
components of foreign liabilities are the unpaid balance 
of the Export-Import Bank loan, amounting to $127.6 
million, and the Independence Loan raised in the United 
States, amounting to $117.0 million. 

Sources: Israel Economic Horizons, New York, N. Y., 
October 1953; Hollandsche Bank-Unie, N.V., 
Economisch Overzicht, Amsterdam, Netherlands, 


September 1953. 


Iraq and the Sterling Area 


It is reported that Professor Carl Iversen, leader of 
the Danish Mission invited by the Iraqi Government to 
study the country’s financial and currency policies (see 
this News Survey, Vol. VI, p. 112), has recommended 
that Iraq should not leave the sterling area. This recom- 
mendation was made in a report presented a short time 
ago to the Prime Minister of Iraq. “Leaving the sterling 
area at present would not be of any advantage to the 
country,” the report said. 

Sources: Al-Zaman, Baghdad, Iraq, October 30, 1953; 


The Egyptian Gazette, Cairo, Egypt, Novem- 
ber 3, 1953. 
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Far East 


India’s External Payments Position 


Preliminary data on India’s external payments position 
in the first half of 1953 indicate that the earlier trend of 
surpluses has been reversed. A current account surplus 
in the first quarter of the year was followed by a deficit 
of Rs 136 million (US$28.6 million) in the second quar- 
ter, so that for the half-year period as a whole the surplus 
was only Rs 5 million ($1.05 million). In the second 
half of 1952 there was a current account surplus of 


Rs 635 million ($133.4 million). For that period a trade 


surplus of Rs 186 million ($39.1 million) was recorded, 
but for the first six months of this year there was a trade 
deficit of Rs 399 million ($83.8 million), since exports 
fell more sharply than imports. 

India’s position vis-a-vis Pakistan, the rest of the ster- 
ling area, and OEEC countries worsened this year, while 
that with the dollar area and the rest of the world im- 
proved. Whereas in the second half of last year there was 
a surplus of Rs 425 million ($89.3 million) with the 
sterling area, excluding Pakistan, in the first half of this 
year there was a deficit of Rs 37 million ($7.8 million). 
The surplus with the dollar area, however, rose from 
Rs 84 million ($17.6 million) to Rs 102 million ($21.4 
million). 

Source: Embassy of India, /ndiagram, Washington, 
D. C., November 3, 1953. 


Indian Princes to Pay Taxes 


The Government of India has decided to hold the 
former Indian princes liable for tax on incomes derived 
from sources other than the privy purse and investments 
in government securities. While the principle of taxing 
such income was decided upon in 1939, action has been 
delayed until now. According to the Government, the 
recent action does not abrogate the undertakings given 
by them to the princes at the time of the accession. Free- 
dom from taxation on income from the privy purse and 
investments in government securities was provided for in 
the Constitution. 


Source: The Statesman, Calcutta, India, October 31, 
1953. 


Ceylon Levy on Tea 


Ceylon has decided to introduce a flat rate of duty of 
45 Ceylon cents (about 9 U.S. cents) per pound on all 
tea exports. This replaces the sliding scale, applicable 
until recently, according to which the rate of duty was 
fixed every week on the basis of prices realized at the 
Colombo auction a fortnight earlier. This method in- 
duced shippers of tea to delay shipments when the duty 
was high. The duty has varied between 35 and 62 Ceylon 


cents per pound since the sliding scale was introduced 
two years ago to replace a flat rate of 60 cents. 


Source: The Financial Times, London, England, Octo. 
ber 30, 1953. 


Settlement of Burmese Debt to United Kingdom 


The Burmese Foreign Office has announced the settle. 
ment of Burma’s financial obligations to the United King. 
dom, arising out of the 1947 Treaty of Independence. 
The total has been set at £7.3 million, a substantial re- 
duction from the figures quoted in 1950. Of this total, 
£3.3 million will be settled by Burma’s taking over the 
U.K. debt to the Union Bank of Burma in respect of cur. 
rency redemption. The remaining £4 million will be cov. 
ered by a single down payment to the United Kingdom. 
The debt arose from the transfer of capital assets—mostly 
military equipment—from the United Kingdom to Burma 
on the eve of independence. 


Source: The Financial Times, London, England, Novem. 
ber 4, 1953. 


Macao's Foreign Trade in 1952 


The value of Macao’s foreign trade in 1952 totaled 
290 million patacas (about US$61 million), a drop of 
nearly 45 per cent from the 1951 total of P 526 million 
($110 million). Imports were P 191 million ($40 mil- 
lion) against P 344 million ($72 million) in 1951, and 
exports were P 99 million ($21 million), compared with 
P 182 million ($38 million) in the earlier year. A reason 
given for the fall in Macao’s trade is the barter system 
introduced in trade with Mainland China, which undoubt- 
edly affected the trade figures for 1952. Imports have 
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also been affected by the regulations imposed by the 
Macao authorities in January 1952 requiring a 20 per 
cent deposit on import licenses and a 5 per cent ad 
valorem tax on goods imported under such licenses. 


Source: Far East Trader, New York, N. Y., October 21, 
1953. 


Prospects for Japanese Ship Export Sales 


Prospects of increased foreign demand for Japanese 
ships consequent upon a number of export promotion 
measures, including a subsidy on steel production in- 
tended for shipbuilding, have begun to deteriorate. It is 
now reported that the 1953 goal of 100,000 gross tons of 
export shipping contracts may not be reached. Dry-cargo 
freight rates are still at, or near, their postwar lows, and 
even the normal seasonal rise in the oil-tanker freight 
rates has not yet occurred. Both these factors indicate 
keen international competition in shipping which, along 
with other market factors, has depressed the demand for 
Japanese ships from potential foreign purchasers, who 
are said to be offering increasingly lower prices to the 
Japanese shipyards and insisting on contract terms which 
are not profitable for Japan. Thus, whereas in early 
September a Japanese firm concluded a foreign contract 
for two 32,500 ton tankers at a price of $145 per dead- 
weight ton, payable in U.S. dollars upon completion of 
the ships, current negotiations for a contract for one or 
more 38,000 ton tankers for a Liberian firm are running 
into difficulties because the Liberian firm is, reportedly, 
offering to pay only $130 per d.w. ton, payable in ster- 
ling, on a five-year installment basis. Furthermore, a 
provisional contract for a 32,000 ton tanker for a U.S. 
buyer is also reported to have been canceled because of 
the buyer’s insistence that the Japanese firm put up guar- 
antee money and agree to certain other unacceptable 
conditions. A provisional contract for two 4,200 ton 
freighters for the Chilean Government has also been 
suspended owing to the depreciation of the Chilean ex- 
change rate. The outcome of Japanese participation in 
the international bidding for building thirty-four freight- 
ers, aggregating 68,000 tons, for the Indonesian Govern- 
ment is also uncertain. 


Source: The Journal of Commerce, New York, N. Y., 
October 29, 1953. 


Philippine Sugar Crop 


Philippine sugar production for the crop year 1953-54 
(September-August) has been estimated at 1.3 million 
short tons by the Sugar Quota Administration. This 
estimate exceeds by about 74,000 short tons the combined 
quota of 952,000 short tons for exports to the United 
States and the domestic consumption quota of 280,000 
short tons. At the beginning of the 1952-53 crop year a 
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surplus of about 100,000 short tons had been estimated. 
However, typhoons, continuous heavy rains, and later 
drought accounted for a large reduction in output that 
year, and instead of the estimated surplus there actually 
was a shortage of 100,000 short tons in the total quota 
for export and domestic use. 

Source: Far East Trader, New York, N. Y., October 28, 

1953. 


United States and Canada 


Financing Business Investment in the United States 


Assets of all corporations in the United States rose by 
$13 billion in the first half of 1953. Nearly seven eighths 
of this total was for investment in fixed assets; current 
assets absorbed only $1.7 billion. Among the latter, cor- 
porate inventories and customer receivables expanded by 
$3.6 billion, almost $3 billion more than in early 1952. 
Part of this increase was met by a substantial reduc- 
tion in liquid assets (cash and government securities), 
amounting to $2 billion in the first half of the year. 

Funds to finance the rise in corporate investment were 
provided mainly by $11.4 billion of retained profits and 
allowances for depreciation, each of which was about 20 
per cent larger than in the comparable 1952 period. 
Security issues remained at a record high level in 1953, 
providing more than $4 billion in new funds; bank loans 
provided only $0.5 billion in new funds in 1953, com- 
pared with $1.4 billion in the previous year. Offsetting 
these increases in new funds were the liquidation of $1.8 
billion in trade payables and an excess of $2 billion in 
federal income tax payments over current accruals, which 
reflected the effect of a legislative shift in the seasonal 
pattern of payments. 

Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., October 1953. 


Capital Investment in the United States 


A recent survey of business investment plans for 1954, 
conducted by the McGraw-Hill Publishing Company, in- 
dicates that U.S. manufacturing industries’ expenditures 
on plant and equipment may be about 8 per cent less 
than during the current year, while expenditures of utili- 
ties and mining companies may be maintained at 1953 
levels. Declines in spending are mostly related to the 
completion of defense expansion programs and are sur- 
prisingly small, particularly in view of the expectation 
that 1953 capital investment will set a new record. 

The main causes for a continued high level of capital 
outlay, according to the survey, are the need for addi- 
tional facilities for the production of new products, for 
recently developed growth products, and for the diversi- 
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fication of existing lines. For individual industries, de- 
clines are expected in steel and aluminum, where defense 
expansion goals have been met. The automobile industry 
plans a 15 per cent expansion for the installation of mod- 
ern equipment, in preparation for new models, and for 
additional facilities to produce special accessories. Elec- 
trical machinery companies plan a 10 per cent expansion 
to meet the demand for production of growth products. 
Source: The Journal of Commerce, New York, N. Y., 
November 6, 1953. 


Canadian Bond Issue 


Bond issues by Canadian government bodies and cor- 
porations reached $1,894 million during the first ten 
months of 1953, in contrast to a total of $1,371 million 
during the corresponding period in 1952. These figures 
include issues in the United States of $158 million in 
1953 and $119 million in 1952. 

Source: The Gazette, Montreal, Canada, November 4, 
1953. 


Latin America 


Economic Ties Between El Salvador and Costa Rica 


A treaty of free trade signed on October 5 by the 
Governments of El Salvador and Costa Rica is a step 
toward the establishment of a customs union and eco- 
nomic integration. The basis of the agreement follows, 
more or less, the pattern of agreements made by El 
Salvador with Guatemala, Nicaragua, and Honduras. El 
Salvador will facilitate imports of foodstuffs from Costa 
Rica. Costa Rica, in turn, will import from El Salvador 
cement, sugar, certain manufactured products, textiles, 
and other goods. Some of these products are subject to 
import quotas. 

Source: Tribuna Libre, San Salvador, El Salvador, Octo- 
ber 6, 1953. 


Costa Rican Debt Settlement 


On November 9, Costa Rica made an offer for the set- 
tlement of debt held privately in the United States. 
(Earlier this year, settlement offers had been made by 
Peru and Germany; see this News Survey, Vol. V, pp 60, 
227, and 272.) Owners of $8 million of outstanding 
dollar securities of the Republic of Costa Rica were of- 
fered a new 114-3 per cent 20-year bond in exchange 
for the country’s four defaulted issues now outstanding. 
These include the 7 per cent external secured sinking 
fund bonds due November 1, 1951; 7% per cent Pacific 
Railway bonds due September 1, 1949; 5 per cent fund- 
ing bonds of 1932 due November 1, 1951; and 5 per cent 
Pacific Railway funding bonds of 1933 due September 1, 
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1949. The new bonds mature October 15, 1972 and will 
bear a coupon rate varying from 11% per cent for the 
12 months from October 15, 1952 to October 15, 1953 
to 3 per cent for the period from October 15, 1955 to 
maturity. The Costa Rican action had been expected 
since May 1953 when the Government cleared a settle. 
ment plan outlined last November. 

The settlement of the Costa Rican debt problems leaves 
only two other Latin American countries, Ecuador and 
Bolivia, still to make formal proposals. Ecuador has 
passed legislation defining settlement terms on its external 
debt, most of which is held in London, and a formal 
offer is expected to be made “within a few months”. 
Bolivia also voted a settlement plan in 1950, but changes 
in government have held up a final proposal. 


Source: The Wall Street Journal, New York, N. Y., No- 
vember 9, 1953. 


Uruguayan Wool Exports 


Practically all of Uruguay’s wool output of the 1952-53 
season (October 1, 1952-September 30, 1953) was dis. 
posed of at relatively satisfactory prices. The carry-over 
to the next season is of small importance and includes 
only low grade wools. 

Exports during the 1952-53 season were 251,200 bales, 
compared with 87,000 bales in 1951-52 and 154,000 in 
1950-51. During the years since the war, most of Uru- 
guay’s wool exports have been to the United States, but 
in the 1952-53 season the largest share was shipped to 
the United Kingdom. Exports to the United Kingdom 
rose from 13,200 bales in 1951-52 to 84,700 bales in 
1952-53; to the United States, from 52,800 to 67,200; 
to Belgium, from 3,700 to 17,900; to Germany, from 
2,600 to 17,500; to the Netherlands, from 3,800 to 
14,900; ta Italy, from 3,800 to 13,400; and to other 
countries, from 7,100 to 35,700. 

Source: Bank of London & South America, Fortnightly 
Review, London, England, October 31, 1953. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
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